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SUMMARY

Why Issued
The AICPA Peer Review Board is issuing this exposure draft to update the Standards for
Performing and Reporting on Peer Reviews (AICPA, Professional Standards, vol. 2 PR section
100).
What it does
This proposal—
•

Replaces the term "on-site peer review" with "systemic review" in order to more accurately
describe this type of peer review. On a systemic review, the reviewer expresses an opinion on
the firm's system of quality control (page 7).

•

Changes the definition of engagements that require a firm to have an on-site (systemic) review.
Firms that perform services listed in paragraph 4 of the Standards (which includes review
engagements) are required to have a systemic review unless the only services performed are
compilations. Under certain circumstances discussed in the Interpretations to the Standards,
systemic reviews may be performed at a location other than the reviewed firm's office (page 7).

•

Creates a new type of peer review for firms that only perform compilation engagements called a
"report review". An opinion is not issued on a report review. All other firms required to have a
peer review have a systemic review. The proposal explains the objectives, basic requirements,
engagement selection criteria, reporting requirements and acceptance process for report reviews.
With this proposal, "off-site" peer reviews are completely eliminated (page 8).

•

Provides guidance on handling disagreements on report reviews (page 9).

•

Eliminates committee-appointed review teams (CARTs) or association formed review teams for
report reviews (page 9).

•

Provides that report reviews are to be performed by only one individual and that individual is
designated as the reviewer (page 9).

•

Requires that in order to qualify for service as a reviewer for a systemic review, the reviewer's
firm must have received an unmodified peer review report on its system of quality control. A
report reviewer must have received an unmodified peer review report on its system of quality
control or an unmodified report on its "off-site" peer review (until eliminated). If a firm's most
recent review was a report review, then the firm's members are not eligible to perform peer
reviews (page 10).

•

Highlights the fact that systemic and report reviews are subject to oversight by the AICPA and
the administering entity (page 10).

•

Requires that in order to qualify for service as a peer review committee member with the
responsibility for acceptance of reviews, an individual must be associated with a firm that has
received an unmodified report on its most recently completed systemic or "off-site" peer review
(until eliminated). If the firm's most recent review was a report review, then the member is not
eligible for committee service charged with the responsibility for acceptance of any peer
reviews (page 11).

How It Affects Existing Standards
The changes, if adopted after full consideration of the comments received, will be incorporated into
the AICPA Standards for Performing and Reporting on Peer Reviews effective for peer reviews
that commence on or after January 1, 2001. Early implementation is not allowed.

EXPLANATIONS TO THE PROPOSED REVISIONS
TO THE AICPA STANDARDS FOR PERFORMING
AND REPORTING ON PEER REVIEWS (THE STANDARDS)
Replacing the Term "On-Site Peer Review" With "Systemic Review"
The AICPA Peer Review Board (Board) proposes a revision to replace throughout the Standards
the term on-site peer review with the term systemic review. The purpose of the change is to more
accurately describe this type of review. Confusion has existed in the past because some on-site
peer reviews could be performed at a location other than the reviewed firm's office and firms
that were eligible to have "off-site" peer reviews could elect to have on-site peer reviews which
include a review of the firm's system of quality control. In order to simplify matters and more
accurately reflect the peer review program, the Board believes that a firm having a review of its
system of quality control should have a peer review called a systemic review. Systemic reviews
are expected to be performed at the reviewed firm's office except under certain conditions that
are currently described in Interpretation No. 1 to the Standards. In conjunction with the adoption
of these revised Standards, the Board is expected to approve a revision to this interpretation. The
revision to the interpretation would indicate that a systemic review could be conducted at a
location other than the reviewed firm's office provided that the firm is a sole practitioner with
four or fewer staff, or irrespective of the size of the firm, the firm does not perform engagements
covered by the Statements on Auditing Standards (SASs) or examinations of prospective
financial statements under the Statements on Standards for Attestation Engagements (SSAEs).
Changing the Definition of Engagements Included in a Firm's Systemic Review
The Board carefully reevaluated the current "off-site" peer review program to determine whether
it was meeting the objectives of the peer review program. The Board concluded that in order to
enhance the quality of CPA firms and to protect the public, all auditing, accounting and
attestation engagements providing some level of assurance performed by a firm would require
that firm to have a systemic peer review. This would most notably affect firms that only perform
review engagements or firms that perform review engagements and compilation engagements.
Currently, these firms are permitted to have an "off-site" peer review. Under the proposed
change to the Standards, the firm would be required to have a systemic review. The Board is
very sensitive to these firms' concerns as to what, if any, additional costs might be incurred from
a systemic peer review as compared to the current "off-site" peer review structure. The Board
believes that although there may be some additional costs, the firms and the public would be
better served. Professional standards require that all firms have a system of quality control. A
systemic review would enable the peer reviewer to issue an opinion on that required system.
Firms that previously had an "off-site" peer review would normally be able to have its systemic
review performed at a location other than the reviewed firm's office. The Board does not believe
that the costs associated with a peer review of a firm with a review engagement being the highest
level of service should approach the cost of a systemic review where the firm performs auditing
engagements and/or the reviewer visits the firm. (See page 12, paragraph 5.)
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Creating Report Reviews for Firms That Only Perforin Compilation Engagements
As a part of its reevaluation of the "off-site" peer review program, the Board considered that
although no direct assurance is provided in compilation engagements, third-party reliance does
exist. Therefore, the Board determined that it would still be appropriate to continue to require
firms that only performed compilation engagements to have a peer review. The Board considered
the interests of the various stakeholders and determined that a report review concept would be
most appropriate. The Board believes the process could be streamlined, maintain its educational
value for the reviewed firms and be made less burdensome for the reviewed firms, yet not
adversely affect the public by the proposal. The Board strongly encourages the entities that
administer the AICPA peer review program to reevaluate their entire peer review related fee
structures based on the finalized Standards. As proposed, there would be significantly less
involvement of the administering entity peer review committees, technical reviewers, and
administrative staff. The Board plans to work with the administering entities to assist them in this
reevaluation process. The Board is very sensitive to the fact that there are costs associated with
administering the peer review program and understands that one of the primary concerns that
firms have in regard to any aspect of the peer review program is the cost.
The objective of a report review is to enable the reviewed firm to improve the overall quality of
its compilation engagements. To accomplish this objective, the reviewer provides comments and
recommendations based on whether the submitted financial statements and related accountant's
reports appear to comply with the requirements of professional standards in all material respects.
A report review does not provide the reviewer with a basis for expressing any assurance as to the
firm's system of quality control for its accounting practice. The reviewed firm would receive the
report and if applicable, comments (supportable by professional standards) and recommendations
from the reviewer, sign the report and submit it to the administering entity. Upon receipt of the
signed report from the reviewed firm, the administering entity would submit an acceptance letter
to the firm and the review would be completed. There would be no separate letter of comments,
no letter of response, no technical review, no report acceptance body consideration, and no
committee-imposed corrective actions that would require monitoring. The report would also not
express any opinion; comments in the report would not be categorized by any functional heading
or level of significance; and reports would not have any designation as to unmodified, modified,
or adverse. The strategy is simply to have the reviewer, via his or her report, communicate to
the firm ways to improve its practice without causing an undo burden on the firm. With the
adoption of this proposal, "off-site" peer reviews would be eliminated. The Board determined
that this proposed educational process considers the interests of the firms, the state boards of
accountancy, the administering entities and the public, while keeping in mind that compilation
engagements are not intended to express an opinion or any other form of assurance on the
financial statements. (See pages 14-22, paragraphs 56, 57, 59-61, 64, 65, 68, 77, 78, 84 and
Appendix G, "Illustration of a Report on a Report Review".)

8

Providing Guidance on Handling Disagreements on Report Reviews
The Board recognizes that disagreements between firms and peer reviewers occur on occasion.
Disagreements on "off-site" peer reviews primarily relate to how significantly an engagement
departs from professional standards in all material respects and whether a modified or adverse
report should be issued. These are peer review issues that would not need to be considered under
the report review proposal. We anticipate that there will be some administrative questions about
the peer review year-end to be selected or engagements to be selected, and some questions on
repeat findings and some other matters. AICPA Practice Monitoring will provide additional
guidance in these areas and any other areas necessary to assist the firms, peer reviewers, and the
administering entities in facilitating the report review process. The most significant disagreement
that could arise on a report review is whether or not a comment in the report is appropriate. Since
all comments included in the reviewer's report must be supportable by professional standards,
the Board believes that the number of significant disagreements on a report review will be
minimal. The Board believes that on a report review, the reviewer and the reviewed firm can
resolve disagreements on technical issues related to compilations. In the rare event a
disagreement cannot be resolved by ordinary good-faith efforts, the administering entity's peer
review staff or committee can be contacted for assistance in resolving the matter. The Board
does realize that in some very unusual circumstances, disagreements may still exist on a report
review. (See page 16, paragraph 83.)
Eliminating CART and Association Formed Review Teams on Report Reviews
Under the current Standards, there are three ways a peer review team may be formed (firm-onfirm, CART, and association). In order to make the administration of report reviews as easy as
possible, the Board determined that only firm-on-firm reviews would be allowed. The other two
types of formed teams have additional administrative implications that would reduce the
efficiency of the process. In addition, this also enables a firm to solicit bids from a variety of
prospective reviewers, thus creating more of a market driven priced product. (See page 12,
paragraph 15.)
Definition of a Reviewer on a Report Review
The Board believes that a report review should only be performed by one individual and that
there is no need to have a review team on a report review. If a firm agrees to perform a report
review, the reviewer from the reviewing firm must be approved by the administering entity.
That approved reviewer is expected to perform the entire peer review. This also prevents the
situation of a reviewer taking on too many report reviews and having other (non-approved)
members from his or her firm perform the review. (See page 12, paragraph 17.)
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Qualifying for Service as a Report Reviewer
The Board has carefully considered the qualifications necessary for service as a reviewer. The
Board believes that in order for a firm to obtain the greatest benefit from the peer review process,
reviewers should not only possess the necessary accounting knowledge and peer review training,
but should also be associated with a firm that has undergone a systemic review of its own firm.
The Board believes that practitioners understand the importance and responsibility of performing
peer reviews and are willing to have a systemic review of their own firm. Therefore, in order to
be a report reviewer, one of the requirements will be that the reviewer's firm has received an
unmodified report on its system of quality control or its "off-site" peer review (until eliminated).
If a firm's most recent peer review was a report review, then the firm's members are not eligible
to perform peer reviews. In order not to penalize firms that have "off-site" peer reviews through
December 31, 2000, their members would not be precluded from being report reviewers.
However, as those firms' next peer reviews become due, they will be required to have a systemic
review in order for their members to still qualify for service as a reviewer. If such a firm is
eligible and due for a report review, it can choose to have a systemic review, and as previously
discussed, that systemic review can normally be performed at a location other than its office. As
currently stated in Interpretation No. 4 to the Standards, all peer reviewers are now required to
obtain 40 percent (eight hours in any one year and forty-eight hours every three years) of the
minimum AICPA required continuing professional education (CPE) in subjects related to
accounting and auditing. (See pages 12-14, paragraphs 18, 20, 22 and 24.)
Including Peer Reviews for AICPA and Administering Entity Oversight
The Board is responsible for overseeing and coordinating the activities of the entities that
administer the AICPA peer review program. A task force of the Board has been appointed and
assigned responsibility for the administration of oversight and for making overall
recommendations to the Board regarding oversight matters. The main objectives of oversight are
to provide reasonable assurance that the administering entities are complying with the
administrative procedures established by the Board, reviews are being conducted and reported
upon in accordance with the Standards, and that reviews are being evaluated consistently. As a
result, the Board currently has a comprehensive oversight program in place and the Board has
also requested that each administering entity establish its own oversight program as well.
Although the proposed report review process does not include a technical review or report
acceptance body consideration, all peer reviews would still be subject to oversight to ensure the
administration of the peer review program is being followed, reviews are being performed
correctly, and systemic reviews are being evaluated consistently. Therefore, on-site and "offsite" peer reviews currently are subject to oversight; and firms, reviewers and administering
entities should be aware that both systemic and report reviews are subject to oversight by the
AICPA and administering entity as well. (See pages 14, 15 and 17, paragraphs 31, 62 and 87.)
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Qualifying for Service as a Peer Review Committee Member
Similar to raising the level of the qualifications for service as a reviewer, the Board believes that
committee members charged with the responsibility for acceptance of reviews should also be
associated with a firm that has received an unmodified report on its most recently completed
systemic or "off-site" peer review. If the firm's most recent peer review was a report review,
then the firm's members are not eligible to serve on a committee charged with the responsibility
for acceptance of any reviews. In order not to penalize committee members whose firms have
"off-site" peer reviews through December 31, 2000, they would not be precluded from being
committee members charged with the responsibility for acceptance of any peer reviews.
However, as those firms' next peer reviews become due, they would have to have a systemic
review in order for their members to still qualify for service as a committee member charged
with the responsibility for acceptance of any peer reviews. The Board believes that a committee
member understands that his or her service on a committee is in the best interest of the reviewed
firms and the public and is willing to have a systemic review of his or her own firm. If such a
firm is eligible and due for a report review, it can choose to have a systemic review, and as
previously discussed, that systemic review can normally be performed at a location other than
the reviewed firm's office. (See page 17, paragraph 94.)
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PROPOSED REVISIONS TO THE AICPA STANDARDS FOR
PERFORMING AND REPORTING ON PEER REVIEWS
5. The objectives of the AICPA peer review program are achieved through the performance of
peer reviews involving procedures tailored to the size of the firm and the nature of its practice.
Firms that perform engagements under the SASs or examinations of prospective financial
statements under the SSAEs have on site poor reviews. Firms that perform the services listed in
paragraph 4, which are not required to have on site peer reviews , have off site peer reviews.
Firms that perforin services listed in paragraph 4 are required to have systemic reviews
unless the only services performed are compilations under SSARS and/or compilations
under the SSAEs. Firms that perform no accounting and auditing services except for
compilations have a peer review called a report review, which is normally performed at a
location other than the reviewed firm's office. The AICPA Peer Review Board may issue
guidance, by Interpretations, when systemic reviews may be performed at a location other
than the reviewed firm's office.1 Firms that do not provide any of the services listed in
paragraph 4 are not reviewed.
1615. A systemic review A review team may be formed by a firm engaged by the firm under
review (a firm-on-firm review), a state CPA society participating in the program (a committeeappointed review team, also known as a CART review), or an association of CPA firms
authorized by the AICPA Peer Review Board to assist its members by organizing forming
review teams to carry out on sitesystemic and off site peer reviews (an association review). On a
report review, only firm-on-firm reviews may be performed.
1716. A systemic A review team is comprisesd of one or more individuals, depending upon
the size and nature of the reviewed firm's practice. One member of the review team is designated
the team captain. That individual is responsible for supervising and conducting the review,
communicating the review team's findings to the reviewed firm and to the state CPA society
administering the review, and preparing the report and, if applicable, the letter of comments on
the review.2 The team captain should supervise and review the work performed by other
reviewers on the review team to the extent deemed necessary in the circumstances.
17. A report review should be conducted by one individual and that individual is
designated as the reviewer.
18. Performing and reporting on a peer review requires the exercise of professional judgment
by peers. (See paragraphs 8587 through 9193 for a discussion of a reviewer's responsibilities
when performing a peer review.) Accordingly, an individual serving as a reviewer (whether for
an on site peer reviewa systemic review or off site peer report review) should—

1

2

Reviewers should be alert to Peer Review Standards Interpretations developed by the AICPA Peer Review Board for guidance when
systemic reviews may be performed at a location other than the reviewed firm's office.
The plan of administration adopted by an association of CPA firms that assists its members in arranging and carrying out peer
reviews may provide that the association will communicate the review team's findings to the state CPA society administering the
review.
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a. Be a member of the AICPA in good standing (that is, AICPA membership in active status)
licensed to practice as a certified public accountant with an enrolled firm that, if reviewed,
has received an unmodified report on its system of quality control or its off-site peer review.3
b. Possess current knowledge of applicable professional standards. This includes knowledge
about current rules and regulations applicable to the industries for which engagements are
reviewed. Such knowledge may be obtained from on-the-job training, training courses, or a
combination of both.
c. Have at least five years of recent experience in the practice of public accounting in the
accounting or auditing function.4
d. Be currently active in public practice at a supervisory level in the accounting or auditing
function of a firm enrolled in an approved practice-monitoring program (that is, a firm
enrolled in the AICPA peer review program or a firm that is a member of the SEC Practice
Section) as a partner of the firm or as a manager or person with equivalent supervisory
responsibilities.5 To be considered currently active in the accounting or auditing function, a
reviewer should be currently involved in the accounting or auditing practice of a firm
supervising one or more of the firm's accounting or auditing engagements or carrying out a
quality control function on the firm's accounting or auditing engagements.
20. An individual may not serve as an on sitoa systemic or off site report reviewer if his or
her ability to practice accounting or auditing has been limited or restricted in any way by a
regulatory, monitoring, or enforcement body until the limitation or restriction has been removed.
If the limitation or restriction has been placed on the firm, or one or more of its offices, then
none of the individuals associated with the firm or the portion thereof, may serve as reviewers.
22. An individual who starts or becomes associated with a newly formed firm (which has not
had a peer review) may serve as an on site team captaina systemic review team captain or off
site report reviewer during the twelve-month transitional period, beginning with the earlier of
the dates of disassociation from the previous firm or of starting a new firm. The previous firm, if
applicable, should have received an unmodified report on its most recently completed peer
review, and the individual should have all of the other qualifications for service as an on site
team captaina systemic review team captain or an off site a report reviewer.
24. In addition to adhering to the general requirements for a reviewer, an individual serving as
a reviewer on an off site peer a report review (available to firms that perform no audits of
historical financial statements, agreed upon procedures under SAS No. 75, or examinations of
prospective) financial statements only perform compilation engagements under SSARS and
compilation engagements under the SSAEs) should—
a.—Have completed a training course or courses that meet requirements established by the
AICPA Peer Review Board.
3

If a firm's most recent review was a report review, then the firm's members are not eligible to perform peer
reviews.

4

For this purpose, recent means having experience in the industries for which engagements are reviewed within the last five years.
However, a reviewer should be cautious of those high-risk industries or industries in which new standards have been implemented.
For example, in those cases in which new industry standards or practices have occurred in the most recent year, it may be necessary
to have current practice experience in that industry in order to have recent experience.
5
The AICPA Peer Review Board recognizes that practitioners often perform a number of functions, including tax and consulting
work, and cannot restrict themselves to accounting and auditing work. These standards are not intended to require that reviewers be
individuals who spend all their time on accounting and auditing engagements. However, CPAs who wish to serve as reviewers
should carefully consider whether their day-to-day involvement in accounting and auditing work is sufficiently comprehensive to
enable them to perform a peer review with professional expertise. For instance, a reviewer of auditing engagements should
ordinarily be currently reviewing or performing auditing engagements.

13

ba. Be associated with a firm that has received, on its most recently completed peer review,
either an unmodified report on its system of quality control or an unmodified report on its
off-site peer review. If the individual is associated with more than one firm, then each of the
firms the individual is associated with should have received an unmodified report on its most
recently completed peer review of its accounting practice.
b. Have completed a training course or courses that meet requirements established by the
AICPA Peer Review Board.
31. The AICPA Peer Review Board has authorized the issuance of programs and checklists,
including engagement review checklists, to guide team captains and other members of the review
team in carrying out their responsibilities under these standards. Failure to complete all relevant
programs and checklists in a professional manner creates the presumption that the review has not
been performed in conformity with these standards. Such a review cannot be accepted as meeting
the requirements of the peer review program. Systemic reviews are subject to oversight by the
AICPA and the administering entity.
56. The objective of a report review is to enable the reviewed firm to improve the overall quality
of its compilation engagements. To accomplish this objective, the reviewer provides comments and
recommendations based on whether the submitted financial statements and related accountant's
reports appear to comply with the requirements of professional standards in all material respects.
The objective of an off site poor review is to provide the reviewer with a reasonable basis for
expressing limited assurance that the financial statements or information and the related
accountant's report on the accounting and review engagements and attestation engagements
submitted for review, conform in all material respects with the requirements of professional
standards. 6 This objective is different from the objectives of an on sitc peer review in recognition
of the fact that off site peer reviews are available to firms that perform no engagements under the
SASs, or examinations of prospective financial statements under the SSAEs. Firms required to have aft
off site poor report review may elect to have an on site poor review a systemic review.
Compliance with the positive enforcement program of a state board of accountancy docs not
constitute compliance with the AICPA practice-monitoring requirement.
57. The criteria for selecting the peer review year-end and the period to be covered by an off-site
peer a report review are the same as those for an on-site peer reviewa systemic review (see
paragraphs 33 and 34). The reviewed firm shall provide summarized information showing the
number of its accounting and review engagements and attestation engagements compilation
engagements under SSARS and compilation engagements under the SSAEs, classified into
major industry categories. That information should be provided for each partner of the firm who is
responsible for the issuance of reports on such engagements accounting and review scrviccs and
attest services. On the basis of that information, the reviewer or the state CPA society administering
the review ordinarily should select the types of engagements to be submitted for review, in
accordance with the following guidelines.
a. One engagement should be selected from each of the following areas of service performed by
the firm:
1.—Review on historical financial statements
31. Compilation onf historical financial statements, with disclosures

6

See paragraph 4 for a description of the types of attestation engagements included within the definition of an accounting and
auditing practice for peer review purposes. The attestation engagement selected for review can be on either prospective financial
statements or assertions.
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22. Compilation onf historical financial statements that omits substantially all of the disclosures.
required by GAAP or an OCBOA.
3. Attestation Compilation of prospective financial statements
b. One engagement should be selected from each partner of the firm responsible for the issuance
of compilation reports listed in item a above.
c. Ordinarily, at least two engagements should be selected for review.
The preceding criteria are not mutually exclusive; one of every type of engagement that a
partner performs does not have to be reviewed as long as, for the firm taken as a whole, all types
of engagements noted in item a above performed by the firm are covered.
59. An off site report review consists only of reading the financial statements or information
submitted by the reviewed firm and the accountant's report thereon, together with certain
background information and representations provided by the reviewed firm, including the
firm's prior peer review documents. The objective of the review of those engagements is to
consider whether the financial statements or information and the accountant's report appear to be
in conformity with professional standards.
60. Aft off site report review does not include a review of the working papers prepared on the
engagements submitted for review, tests of the firm's administrative or personnel files,
interviews of selected firm personnel, or other procedures performed in an on site poor review a
systemic review. 60. Accordingly, an off site report review does not provide the reviewer with
a basis for expressing any form of assurance on the firm's system of quality control for its
accounting practice. The reviewer's report does indicate, however, whether anything come to the
reviewer's attention that caused him or her to believe that the reports submitted for review did
not conform with the requirements of professional standards.
61. A firm that has an off site report review should respond promptly to questions raised in
the review, whether those questions are raised orally or in writing on a "Matter for Further
Consideration" form. The reviewer will contact the firm, before issuing the review report, to
resolve questions raised in the review.
62. The reviewer performing aft off site peer report review should document the work
performed using the programs and checklists issued by the AICPA Peer Review Board for that
purpose. Failure to complete all relevant programs and checklists in a professional manner
creates the presumption that the review has not been performed in conformity with these
standards. Such a review cannot be accepted as meeting the requirements of the peer review
program. Report reviews are subject to oversight by the AICPA and the administering
entity.
6364. On an on site peer review a systemic review, the team captain (on an off site poor
review, the reviewer) should furnish the reviewed firm with a written report and, if required, a
letter of comments within thirty days of the exit conference date or by the firm's peer review due
date, whichever is earlier. (on an off site peer review, the earlier of completion date or due date).
A report on a review performed by a firm is to be issued on the letterhead of the firm performing
the review. A report by a review team formed by an association of CPA firms is to be issued on
the association's letterhead. All other reports are to be issued on the letterhead of the state CPA
society administering the review. The report on an on site peer review a systemic review
ordinarily should be dated as of the date of the exit conference. The report on an off site peer
review ordinarily should be dated as of the completion of the review procedures.
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65. On a report review, the reviewer should furnish the reviewed firm with a written
report within thirty days of the completion date, or by the due date, whichever is earlier. A
report review can only be performed by a firm, and is issued on the letterhead of the firm
performing the review. The report on a report review ordinarily should be dated as of the
completion of the review procedures.
68. On a report review, the reviewer prepares a written report after discussing the
comments and recommendations with the firm and submits it to the reviewed firm and the
administering entity within thirty days of the completion date, or by the due date,
whichever is earlier. An authorized member of the firm is then required to sign the report,
whether or not there are comments, acknowledging that there are no disagreements on
significant matters and that the firm agrees to correct matters included as comments. The
firm is then required to submit the signed copy of the report to the administering entity
within thirty days of receipt of the report from the reviewer, or by the due date, whichever
is earlier. The administering entity then submits an acceptance letter to the reviewed firm.

a.
b.
c.

d.

6977. The written report on an off site peer a report review should—
State that the review was conducted in accordance with standards established by the Peer
Review Board of the AICPA.
Describe the limited scope of the review and disclaim an opinion or any form of assurance
about the firm's system of quality control for its accounting practice.
Include a list of comments and recommendations that should be considered by the
reviewed firm based on the review of the engagements. The list should provide
reasonably detailed descriptions of the comments and recommendations so that the
reviewed firm can evaluate what appropriate actions should be taken under the
circumstances.
If a comment was noted on the firm's previous review, it should be identified as such.
Indicate whether anything came to the reviewer's attention that caused the reviewer to
believe that the reports submitted for review did not comply with the requirements of
professional standards in all material respects and, if applicable, describe the general nature
of significant departures from those standards. If adverse, instead of indicating whether
anything came to the reviewer's attention, the peer review report should state that the reports
submitted for review by the firm did not comply with the requirements of professional
standards in all material respects.

7078. The report on a report review should be prepared in accordance with Appendix
G, " Illustration of a Report on a Report Review". In deciding on the type of report to be
issued, the reviewer should bo guided by the considerations in Appendix G, "Considerations
Governing the Type of Report Issued on an Off Site Peer Review." For illustrations, see
"Standard Form for an Unmodified Report on an Off Site Peer Review," in Appendix H, and
Appendix I, "Illustrations of Modified and Adverse Reports on an Off Site Peer Review."
8283. In the rare event of a disagreement, between the committee administering entity and
either the review team reviewer or the reviewed firm, (whether on a systemic review or report
review) that cannot be resolved by ordinary good-faith efforts, the committee administering
entity may request that the matter be referred to the AICPA Peer Review Board for final
resolution. In these circumstances, the AICPA Peer Review Board may consult with
representatives of other AICPA committees or with appropriate AICPA staff.
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84. Report reviews are accepted upon receipt by the administering entity of the report
signed by an authorized member of the reviewed firm, acknowledging that there are no
disagreements on significant matters and that the firm agrees to correct matters included
as comments. Report reviews are not submitted for a technical review. The administering
entity submits an acceptance letter to the reviewed firm. This completes the report review
process. However, as discussed in paragraph 62 of these standards, report reviews are
subject to oversight by the AICPA and the administering entity.
8385. If a reviewed firm refuses to cooperate, fails to correct material deficiencies, or is found
to be so seriously deficient in its performance that education and remedial, corrective actions are
not adequate, the AICPA Peer Review Board may decide, pursuant to due process procedures
that it has established, to appoint a hearing panel to consider whether the firm's enrollment in the
AICPA peer review program should be terminated or whether some other action should be taken.
A firm that repeatedly receives report reviews with consistent material deficiencies that are
not corrected may be deemed as a firm refusing to cooperate.
8587. A team captain or reviewer (hereafterhereinafter, reviewer) has a responsibility to
perform a review in a timely, professional manner. This relates not only to the initial submission
of the report, letter of comments, if any, and working papers on the review, (and on a report
review, timely submission of the report to the reviewed firm and the entity administering
the review) but also to the timely completion of any additional actions necessary to complete the
review, such as completing omitted documentation of the work performed on the review or
resolving questions raised by the committee accepting the review.
9394. Each member of a committee charged with the responsibility for acceptance of reviews
should be—
a. Currently active in public practice at a supervisory level in the accounting or auditing
function of a firm enrolled in an approved practice-monitoring program as a partner of the
firm or as a manager or person with equivalent supervisory responsibilities.
b. Associated with a firm that has received an unmodified report on its most recently completed
systemic or off-site peer review.7
A majority of the committee members must also possess the qualifications required of an on
site peer reviewa systemic review team captain.

7

If a committee member's firm's most recent review was a report review, then the member is not eligible to be charged
with the responsibility for acceptance of any peer reviews.
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100. Appendix G
Considerations Governing the Type of Report Issued on an Off Site Peer Review
Circumstances Calling for a Modified Report
1. The objective of an off site peer review is to provide the reviewer with a reasonable basis
for expressing limited assurance that the financial statements or information and the related
accountant's report on accounting and review engagements and attestation engagements
submitted for review, conform in all material respects with the requirements of professional
standards. Accordingly, if the review discloses significant departures from professional standards
in the engagements reviewed, those departures should be clearly described in the peer review
report as exceptions to the limited assurance expressed in the report. In this context, a significant
departure from professional standards involves the following:
a. A departure from the measurement or disclosure requirements of generally accepted
accounting principles (GAAP) or, if applicable, an other comprehensive basis of accounting
(OCBOA), that has or can have a significant effect on the user's understanding of the
financial information presented and that is not described in the accountant's report.
Examples might include a failure to provide an allowance for doubtful accounts if it is
probable that a material amount of accounts receivable is uncollectible; the use of an
inappropriate method of revenue recognition; a failure to capitalize financing leases or to
make important disclosures about significant leases; a failure to disclose significant related
party transactions; or a failure to disclose key assumptions in a financial forecast.
b. The issuance of a report on an accounting or review engagement that is misleading in the
circumstances. Examples might include a review report on financial statements that omit
substantially all of the disclosures required by GAAP; a compilation report on financial
statements prepared on an OCBOA, that does not disclose the basis of accounting in the
report or in a note to the financial statements.
c The issuance of a report on an attestation engagement that is misleading in the
circumstances. An example might include a review report that does not disclose the criteria
against which the assertion was measured.
d. Other departures from professional standards, noted in a significant number of engagements
submitted for review, that individually may not be considered a significant departure from
professional standards but collectively (or in the aggregate) would warrant the issuance of a
modified report. In reaching this decision, the reviewer should consider the significance and
pervasiveness of the departures from professional standards.
Circumstances Calling for an Adverse Report
2. As indicated in those standards, an off site peer review does not provide the reviewer with
a basis for expressing any form of assurance on the reviewed firm's system of quality controlTherefore, deciding whether the findings of an off site peer review support an adverse
conclusion requires the careful exercise of professional judgment. In reaching a decision, the
reviewer would ordinarily consider the significance of the departures from professional
standards, as described previously, that wore disclosed by the review and the pervasiveness of
such departures. In that connection, the reviewer needs to give appropriate weight to the fact that
the report on an off site review only addresses conformity with professional standards and not
the system of quality control.
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Other Departures That May Require Disclosure
3. The reviewer may note other departures from professional standards that are not deemed to
be significant departures but that should be considered by the reviewed firm in evaluating the
quality control policies and procedures over its accounting practice. The reviewer should
describe these findings in the letter of comments (see Appendix J, "Guidelines for and
Illustration of a Letter of Comments on an Off Site Poor Review").
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101. Appendix G
Illustration of a Report on a Report Review
[Firm Letterhead]
August 31, 20XX
To the Partners [or other appropriate terminology]
Able, Baker & Co.
or
To John B. Able, CPA
We have performed a report review of selected compilation engagements performed in the
accounting practice of Able, Baker & Co. (the firm) for the year ended June 30, 20XX. A
report review is available to firms that only perform compilation engagements under
Statements on Standards for Accounting and Review Services and/or under Statements on
Standards for Attestation Engagements. Able, Baker & Co. has represented to us that the
firm performed no services under the Statements on Auditing Standards, no services under
the Statements on Standards for Attestation Engagements other than compilation
engagements, and no review engagements under the Statements on Standards for
Accounting and Review Services during the year ended June 30, 20XX.
Our review was conducted in conformity with standards established by the AICPA Peer
Review Board. A report review consists only of reading selected financial statements and
the accountant's report thereon, together with certain representations provided by the
firm. The objective of a report review is to enable the reviewed firm to improve the overall
quality of its compilation engagements. To accomplish this objective, the reviewer provides
comments and recommendations based on whether the submitted financial statements and
related accountant's reports appear to comply with the requirements of professional
standards in all material respects. A report review does not provide the reviewer with a
basis for expressing any assurance as to the firm's system of quality control for its
accounting practice, and we express no opinion or any form of assurance on that system.
As a result of our report review, we have no comments or recommendations.
or
As a result of our report review, we have the following comments and recommendations:
1.

Comment - During our review, we noted that the firm did not modify its reports on
financial statements when the financial statements did not reflect that the
statements were presented on a comprehensive basis of accounting other than
generally accepted accounting principles.
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Recommendation - We recommend that the firm review the reports issued during
the last year and identify those reports that should have been modified to reflect a
comprehensive basis of accounting other than generally accepted accounting
principles. A memorandum should then be prepared highlighting the changes to be
made in the current year and placed in the files of the client for whom a report must
be changed.
2.

Comment - In the engagements that we reviewed, disclosures of related-party
transactions and lease obligations as required by generally accepted accounting
principles were not included in the financial statements, and the omission was not
disclosed in the accountant's reports. A similar comment was noted in the firm's
previous peer review.
Recommendation - We recommend that the firm review the professional standards
governing disclosures of related-party transactions and lease obligations and
disseminate information regarding the disclosure requirements to all staff involved
in compiling financial statements. In addition, we recommend that the firm establish
appropriate policies to ensure that all necessary related-party transactions and lease
obligations are disclosed in financial statements reported on by the firm. For
example, although not required by professional standards, a step might be added to
compilation work programs requiring that special attention be given to these areas.

3.

Comment - During our review of the accountants' reports issued by the firm, we
noted numerous instances in which the accompanying financial statements departed
from professional standards and on which the accountants' reports were not
appropriately modified. These included failure to do the following.
• Disclose material intercompany transactions.
• Appropriately recognize revenue.
• Present financial statements in a proper format.
• Recognize conflicting or incorrect information within the financial statements
presented.
In one instance, the firm has discussed the departures with its client and decided to
recall its report and restate the accompanying financial statements.
Recommendation - We recommend that the firm establish a means of ensuring its
compliance with professional standards on accounting engagements. Such means
might include continuing professional education in accounting and reporting, use of
a reporting and disclosure checklist on accounting engagements, or a cold review of
reports and financial statements prior to issuance.

4.

Comment - On substantially all the engagements that we reviewed, we noted that
the firm did not comply with the AICPA Statements on Standards for Accounting
and Review Services for reporting on comparative financial statements.
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Recommendation - We recommend that the firm review the requirements for
reporting on comparative financial statements and revise the standard reports used
by the firm to conform with these requirements.
5.

Comment - During our review of computer-generated compiled financial statements
prepared by the firm, we noted that the firm failed to indicate the level of
responsibility it was taking for supplemental data presented with the basic financial
statements.
Recommendation - The firm should revise the standard reports used by the firm to
conform with professional standards governing reporting on supplemental data
presented with basic financial statements.

6.

Comment - We noted that computer-generated compiled financial statements
prepared on a basis of accounting other than GAAP were properly reported on, but
they used titles normally associated with a GAAP presentation.
Recommendation - The firm should review the professional standards governing the
titles to be used if financial statements are prepared on a comprehensive basis of
accounting other than GAAP, and make sure that the software used by the firm is
adjusted to conform with these standards. Until the software is revised, the firm
should manually prepare the compiled financial statements in accordance with
professional standards.

[Smith & Jones, CPAs]
[Signature]

Authorized acknowledgement for the reviewed firm:
I acknowledge that there are no disagreements on significant matters (and that the firm
agrees to correct matters included as comments)*.

Signature:

*

Title:

Date:

Phrase in parenthesis must be included when there are comments.
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